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I. SUMMARY 


The Haitian Economy did not have a banner year 1985. GDP growth in 1985 
hardly kept pace with population growth. Real wages were 17 percent below 
the level of 1981. While the Government of Haiti (GOH) estimate of inflation 
was 8-10 percent, unofficial estimates were about 15 percent. An informal 
U.S. Embassy mid-1985 survey indicated inflation was even higher for basic 
food items. The shortage of hard currency, principally U.S. dollars, 
continued to worsen so that the parallel market premium for U.S. dollars 
ended the year at 17 percent, down from a fourth quarter high of 23 percent. 
Coupled with this dollar shortage was a gasoline and fuel oi] crisis which 
disrupted transportation and electrical power generation in the last quarter 
of 1985. There was a downturn in the only dynamic industrial sector of the 
economy -- the assembly of electronic components, garments, sporting goods, 
and toys for export. This downturn, primarily in the electronics sector, can 
be attributed to a shakeout in the U.S. computer and semiconductor 
industries. Threatened protectionist legislation in the U.S. took the lustre 
off of new textile and garment investment. 


While the country's poverty and foreign exchange shortage hamper the growth 
of imports, long-term prospects for investment in the export assembly sector 
remain good. Haiti enjoys an abundance of trainable, willing labor. Wage 
rates are attractive. The proximity of Haiti to North America means that 
visiting businessmen's time is counted in hours rather than in days. Because 
the vast majority of raw material inputs are U.S.-sourced, investment in 
Haiti benefits U.S. balance of payments. Haiti's entrepreneurs and managers 
are familiar with the U.S. market and are usually fluent in English. Both 
the GOH and the Haitian people are generally well disposed to foreigners and 
foreign investment. The Caribbean Basin Initiative (CBI), as well as the 
Generalized System of Preferences (GSP) and U.S. 807 tariff programs, provide 
for duty-free entry into the U.S. of most of Haiti's assembled exports or 
partial duty relief in the case of 807 items. This bright outlook for 
investment in export assembly operations is expected to continue despite any 
possible future political changes. Haitians across the political and 
socio-economic spectrum recognize the importance of foreign investment to the 
country's future prosperity. 


II. ECONOMIC CONDITIONS AND TRENDS 


Geography and Population. The Republic of Haiti is located 750 miles 
southeast of Miami, sharing the island of Hispaniola with the Dominican 
Republic. About 6,000,000 persons live in an area the approximate size of 
Maryland. Although the climate is tropical, the primarily mountainous 
countryside suffers from large-scale deforestation and erosion. Haiti is the 
poorest country in the western hemisphere and one of the poorest in the 
world. Life expectancy is 54 years; GDP per capita is $379, with an 
estimated 85 percent of the population living in absolute poverty; adult 
literacy is 23 percent; and only about 13 percent of the population has 
access to potable water. This poverty means that malnutrition and infectious 
disease are widespread among the poor in Haiti. 





Government and Political Stability. A mixed military-civilian Conseil 
National de Gouvernement (CNG) replaced the former President-for-Life 
Jean-Claude Duvalier on February 7, 1986, after two months of civil strife 
directed against the corruption and repression of the authoritarian Duvalier 
regime. The primary reason for this popular discontent was the lack of 
economic opportunity for the vast majority of the Haitian population. 
Foreign residents of Haiti were never made a specific target, and 
Port-au-Prince's industrial parks remained untouched during the period of 
unrest. The new government has forthrightly made clear its pro-business 
attitude and recognizes the value of foreign investment to Haiti's future 
growth. It has moved quickly to restore order in a bid to increase business 
confidence in Haiti. The CNG brings a new and cleaner image to government 
and the promise of a democratic future for Haiti. 


Infrastructure. Electricite d'Haiti (EDH) is the state-owned public 
utility. EDH generates power for Port-au-Prince from both fuel-oil-fired 
plants and hydroelectric facilities. In 1985 a lack of foreign exchange 
resulted in fuel oi] shortages which, coupled with poor maintenance and low 
water levels, have resulted in occasional power outages. In early 1986 the 
energy situation had improved somewhat through better GOH management of 
scarce foreign exchange and increased use of hydropower. The scarcity of 
foreign exchange remains, however, leaving the outlook for the rest of 1986 
unclear. At U.S. $0.14 per kwh, costs are among the highest in the Caribbean 
for industrial users. However, since most operations are labor intensive, 
reliability of supply is more important than cost. Many industrial plants 
rely on back-up generators to supply electricity during blackouts. 


Only 600 kilometers of Haiti's 3,000 kilometer road net are paved. Two-lane 
national highways link Port-au-Prince with Gonaives and Cap Haitien to the 
north and with Jacmel and Les Cayes to the south. Four-wheel-drive vehicles 
are essential for off-highway travel. Most road work is performed with U.S. 
and other foreign development assistance. There is no regularly scheduled 
bus or truck transportation which meets U.S. standards either within 
Port-au-Prince or between Port-au-Prince and the country's interior. Gaily 
colored jitneys in various states of repair, called tap-taps, ply the roads 
with passengers and cargo. A major problem for employees in Port-au-Prince 
involves transportation to and from work. Commuting can take 2 hours per day 
and can absorb 25-30 percent of an average worker's daily wages. There is a 
single, poorly maintained rail line out of Port-au-Prince along the coast, 
which only operates intermittently for a local sugar refinery. 


Port-au-Prince International Airport is Haiti's only major airport offering 
regular international passenger and cargo service. The airport's runway was 
recently upgraded with French assistance and can handle jumbo jets. Air 
passenger and cargo service within the country is limited to small aircraft 
charters. Eastern and American Airlines offer daily non-stop service between 
Port-au-Prince and Miami and New York City respectively. There is a weekly 
Air Canada flight to Montreal and an Air France flight to Paris as well as 
other service between Port-au-Prince and various Caribbean destinations. 
Several air cargo operators fly to the United States and Puerto Rico from 
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Port-au-Prince. Air freight is used by electronic assembly firms and 
agribusiness exporting goods with a high value to weight ratio, even though 
costs are estimated to be some 15 percent higher than in the neighboring 
Dominican Republic. 


Port-au-Prince is also the site of the country's only seaport with container 
and roll-on/roll-off facilities. There are regular sailings between 
Port-au-Prince and Miami, St. John, San Juan, Hamburg, Tokyo, and Kingston on 
both U.S. and foreign flag vessels. There is additional service to Panama, 
Brazil, and Western Europe on an intermittent basis. Port-au-Prince does not 
suffer from congestion, operating at 30 percent of capacity. However, port 
charges are higher than in the United States, and ocean freight charges to 
the U.S. are 20 percent higher than from the Dominican Republic to the United 
States. Cap Haitien on the north coast is the country's second port but has 
limited facilities. It is a port of call for cruise ships. Wharfage fees 
for imports destined for export assembly operations were reduced 10 percent 
in late 1985. 


Telephone service between Port-au-Prince and other Haitian locales can be 
frustrating. Direct dial capability exists between the United States and 
Haiti. The state-owned communications company (Teleco) is currently 
expanding and modernizing Port-au-Prince's telephone system with U.N. and 
French assistance. Mail delivery, especially for packages and valuables or 
to non-postal box addresses, is unreliable. 


Health and sanitation facilities at all socioeconomic levels are either 
limited in degree of sophistication or non-existent. The vast majority of 


the population, including most of the relatively better-off factory employees 
in Port-au-Prince, does not have ready access to safe drinking water, 
adequate medical care, or sufficient and nutritious food. There are 
essentially no unemployment or social assistance programs. Education is 
relatively expensive and thus out of reach for the vast majority of the 
population. There is little in the way of vocational or technical training, 
and with a literary, French language-based curriculum, the GOH educational 
system's utility is limited in this largely Creole-speaking society. 


Labor. Management-labor relations are good. Haitian workers have proven to 
be very dextrous in assembly and sewing operations. U.S. businesses find 
labor to be Haiti's major attraction, with the minimum wage set at $3.00 per 
day and a strong work ethic among Haitians. Haiti's labor unions are in 
their infancy. Unions emphasize improvement in working conditions rather 
than wage increases and tend to be non-confrontational in approach. 


Agriculture. Haitian agriculture is primarily marginal, small-scale 
subsistence farming, employing about 75 percent of Haiti's workforce. 
Agricultural productivity dropped by 0.4 percent between 1980 and 1984. 
Peasants rely on primitive techniques, often using no more than hoes, picks, 
and machetes. Draft animals are rare, and mechanical implements are 
practically unheard of for most farmers. Because of deforestation, erosion, 





and the country's mountainous topography, only about 30 percent of Haiti's 
land is deemed to be arable. Even so, 43 percent is actually under 
cultivation. There are few large-size land holdings, and plantation farming 
is not a factor in Haitian agriculture. A typical farmer will own a few 
widely scattered small plots with the average total holding .77 ha. 
Ownership of land is a sensitive issue in the countryside, and it is often 
difficult to establish clear title to a piece of property. Accordingly, 
peasants are reluctant to improve their land holding for fear that someone 
with a better legal claim to the land would then take it from them. These 
factors militate against large-scale commercialization of agriculture, since 
a successful investment would require the consolidation and subsequent 
improvement of many small holdings. 


The U.S. Department of Agriculture (USDA) will continue its credit guarantees 
to allow Haiti to import from the United States $7.5 million of wheat, 
$200,000 of seed, and $1 million of lumber in 1986. 


It was not a good year in 1985 for Haitian agriculture. A 4-month drought 
early in the year has reduced the yields of the three staple crops -- corn, 
rice, and sorghum. In addition, U.S. health regulations disrupted the export 
of mangoes, a newly important cash crop, to the North American market. 


The 4-month drought at the beginning of 1985 caused a significant drop in 
corn yields. Corn is the major subsistence crop for Haitian farmers. Low 
yields and low customs duties should mean demand for imported number two corn 
for human consumption and feed corn will be up 20 percent in 1986. Imports 
of feed corn to supply the one commercial feed plant in Haiti amounted to 
15,000 metric tons in 1985. 


Yields of rice are down about 20 percent due to the 1985 drought. Smuggled 
rice from the Dominican Republic, where the price is 20 cents per pound 
compared with the Haitian rice retail price of 60 cents per pound, and 
unofficial imports of U.S. rice, 3365 short tons in 1985 compared with 446 
short tons in 1984, make up for lowered Haitian production. 


An estimated 200,000 peasants grow coffee, Haiti's largest cash crop and 
agricultural export. Coffee provided 27 percent of the country's exports in 
1985 worth $48 million. About 35 percent of the crop goes to the United 
States, 21 percent to 'taly, 16 percent to France, and 15 percent to 
Belgium. In an effort to spur production, coffee taxes were reduced 15 
percent in late 1985. Over the long term coffee yields are expected to drop 
due to continued erosion and lack of investment in new trees despite 
increased world demand and hicher prices in 1986. 


Haiti produces no wheat. However, wheat is a staple food item along with 
rice, corn, and sorghum. (The latter's 1984 yields are also down 20 percent 
due to the drought.) In 1985 wheat consumption was estimated to be 170 
million metric tons, and for 1986 consumption is expected to rise to 185 
million metric tons. Because of the U.S. Department of Agriculture's PL 480 
program and a concurrent drop of $1.00 per CWT in PL 480 wheat prices, U.S. 
market share of Haiti's wheat imports has steadily increased from 60 percent 





in 1984 to 81 percent in 1985 to an expected 90 percent in 1986. Canada's 
3-year agricultural credit for 25,000 metric tons of wheat expired in 1985. 
Argentina's $2 million agricultural credit is to be used for vegetable oil 
rather than wheat as in previous years. Haiti's only flour mill is the 
government-owned Minoterie d'Haiti, which was expected to expand production 
from 650 metric tons to 850 metric tons per day in 1985. 


One of the more dramatic stories in Haitian agriculture has been the 
production of mangoes for export to the United States. During 1984, 1.6 
million cases of fresh mangoes worth about $5 million were exported to the 
United States. However, in September 1985 the United States Environmental 
Protection Agency (EPA) halted mango imports by banning treatment with 
ethylene dibromide (EDB), a pesticide used to control the Caribbean fruit 
fly. The EPA published regulations in November 1985 that take steps to 
consider allowing EDB-treated mangoes to enter the United States for a 
limited period (fall 1987), during which time the USDA would continue 
research into alternative treatment methods. USAID programs support exports 
of mangoes and other tropical fruits and vegetables to the United States as 
part of the CBI. 


Investment. Haiti is committed to the free-enterprise system and encourages 
private foreign investment as a matter of official policy. However an 
unfamiliarity with GOH policies and a lack of infrastructure cause many 
foreign businessmen to initially prefer subcontracting operations with 
Haitian firms rather than establishing direct investments in Haiti. 


The Overseas Private Investment Corporation (OPIC) promotes U.S. private 


investment in Haiti by furnishing political risk and foreign exchange 
convertability insurance and financing assistance through direct loans and 
guarantees of U.S. private loans. The United States is by far the largest 
foreign investor, with approximately $130 million. Other countries with 
significant investment in Haiti are Canada, France, and West Germany. There 
are no outstanding nationalization or expropriation cases, nor have there 
been any for many years. 


Finance. The GOH has maintained an open foreign exchange system with the 
Haitian gourde fixed at five to one U.S. dollar since 1919. 
Balance-of-payments deficits, however, have led to greater government control 
over foreign exchange transactions. Commercial banks are required to 
surrender to the Central Bank 50 percent of dollars earned through export 
transactions. The GOH uses these dollars to pay for essential imports such 
as oi] and wheat. GOH budget deficits and increased imports have caused a 
dollar shortage. This situation has created a foreign exchange "parallel 
market," in which U.S. dollars commanded a 17 percent premium at the end of 
1985, a decline from a high of 23 percent in October 1985. 


There are two major U.S. banks operating in Haiti (Citibank and Bank of 
Boston) as well as two Canadian banks (Scotia Bank and Royal Bank of Canada) 
and one French bank (Banque Nationale de Paris). These banks offer a full 
range of services, although they cannot accept dollar accounts in Haiti. 





The parallel foreign exchange market adds to the cost of operating for those 
firms not earning dollars through exports. Virtually all manufactured 
products and most natural resource materials are imported, requiring 
dollars. The dollar shortage also hampers the legally unrestricted 
repatriation of profits and payments of invoices to foreign suppliers. 


Haiti has been out of compliance with an International Monetary Fund (IMF) 
standby arrangement since May 1984. With 20 standby arrangements since 1953, 
Haiti has had more than any other member of the IMF. 


Compliance with the IMF program would have required a reduction in the GOH's 
budget deficit, slower monetary supply growth, and no commercial borrowing by 
the GOH. Without IMF resources, inflation increased to 15-20 percent in 1985 
from 8-10 percent in 1984. Moving back into compliance with the IMF standby 
arrangement would grant Haiti special drawing rights that would strengthen 
Haiti's foreign exchange reserve position. 


The GOH FY-86 budget announced in September 1985 increases overall spending 
by only 11 percent. An additional positive feature of this year's budget was 
to remove so-called extra-budgetary expenditures, i.e., government 
expenditures made during the year with funds budgeted for other purposes or 
not included in the GOH budget. However, that part of the GOH budget 
earmarked for development purposes fell 27 percent from $84.5 million in FY 
85 to $61.9 million in FY 86, while the operating budget increased 38 
percent. Foreign aid, the major instrument of the GOH's economic development 
program, fell 13 percent in FY 86 from $164.6 million to $143.6 milllion. 


In addition, the GOH's takeover in recent years of five major public 
enterprises that for the most part are economically uncompetitive, continues 
to be a drain on public resources. Haiti's overall financial record is 
therefore not encouraging. Spending on development from domestic and 
international sources to alleviate the nation's dire poverty has decreased 
while the GOH remains out of compliance with IMF requirements. Foreign 
exchange will probably remain scarce for a good part of 1986. 


Industry. Haiti's industrial sector may be disaggregated into two sectors: 
those firms manufacturing for local consumption and export assembly 
operations. 


The former sector has benefitted from a long history of protectionism 
designed to stimulate growth through import substitution. While the new 
investment code has eliminated some of these protectionist measures, such as 
the granting of monopoly rights to firms satisfying 75 percent of local 
demand for a product and the imposition of both quotas and tariffs to protect 
a locally made product, much remains to be done in order to make locally 
produced goods price- and quality-competitive on the international market. 
Non-farm productivity dropped by 3.7 percent from 1980 to 1984. 


Several of the larger firms producing for the local market are state owned, 
while all of the export assembly firms are privately held. Examples of the 
former include two of the sugar mills and the sole edible oil crushing 
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facility, flour mill, and cement plant. Refined sugar production in 1984 was 
about 43,000 metric tons compared to 65,000 metric tons in the 1970's. 
Haitian farmers are paid 13 cents per pound for sugar cane, and the retail 
price of refined domestic sugar is set at 38 cents per pound, while 
U.S.-origin sugar can be landed in Port-au-Prince for 4 cents per pound. 
ENAOL operates at 63 percent of capacity producing 22,000 metric tons of 
edible oil, which is well below domestic consumption of 26,000 metric tons. 
Its output price of $1230 per ton is 60 percent above the world price. The 
Minoterie d'Haiti processes flour at full capacity to make up for the 
drought-induced shortfall in corn and rice production. Even so available 
capacity has declined from 121,000 metric tons in 1981 to about 100,000 in 
1985. Ciment d'Haiti enjoys monopoly rights in cement production and trade. 
Its selling price is $95 per ton, while the world price averages $50-60. 
Cement production has remained steady at about 250,000 metric tons per year 
in the 1980's. 


The export assembly operations account for about 30 percent of total 
manufacturing activity in Haiti. Taking off in the mid-1970's, Haiti's 
export industry has been the fastest growing in the Caribbean. Because of 
relatively high international transport and utility costs and an almost 
complete lack of locally sourced inputs, Haitian export firms 
characteristically use imported raw materials in labor-intensive assembly 
processes for re-export, primarily to the United States. About 50,000 
persons are now employed in export assembly operations, down from a high of 
about 60,000 in 1984. 


A large proportion of assembly firms start out as shelter operations in which 


a Haitian businessman provides workers, plant and equipment, while the 
foreign, typically U.S., buyer provides the raw materials and purchases all 
output. This arrangement is popular because it removes many of the risks 
inherent in foreign investment for a U.S., businessman. As the U.S. buyer 
gains experience and confidence, the next step may be a joint venture or 
direct investment. 


Besides a lack of locally sourced raw materials, export assembly operations 
face other obstacles. Haitian labor at the unskilled level is abundant and 
hard working. There is, however, a lack of skilled technical and lower level 
management personnel. Another problem is the country's lack of reliable 
public services including transportation, power generation, and telephone 
service. New customs procedures may go unannounced or not be codified. 
Customs officials at ports of entry may not be on duty during normal working 
hours. Interpretations of existing investment laws may silently change with 
a new GOH cabinet minister. Public holidays may be declared without prior 
warning. In this highly personalized society, friendship and social 
connections may carry more weight than legal rights and responsibilities. 


An unexpected blow to the export assembly sector occurred with the October 
1985 pullout of General Mills' plush toy factory. Directly or indirectly 
employing up to 1200 persons with plant and equipment worth $1 million, the 
displacement of this investment to China was a shock both to the Haitian 
economy and to the credibility of locating exporting assembly operations in 
Haiti. 





The most active export assembly operations produce electrical components, 
clothing and toys, and sporting goods. Some of the U.S. firms represented in 
Haiti include GTE, TRW, MacGregor, and Rawlings. 


Reliable statistics regarding the Haitian economy from any source are 
difficult to obtain. Even so, electronics operations, which had the highest 
growth rates of all export assembly operations in the first part of the 
1980's, suffered a downturn in 1985, tracking in large measure the shake-out 
in the U.S. electronics and computer industry. Sporting goods, textile, and 
clothing operations performed reasonably well. Other firms are involved in 
such activities as leather working and wigmaking. 


Trade. Most of Haiti's trade is with the developed world. The United States 
has consistently remained Haiti's leading source of imports and market for 
exports with over 50 percent of the flow of each. In recent years France and 
Italy have vied for second place as Haiti's export market at around 12 
percent each. Belgium, Germany, the Netherlands, and Canada in that order 
are other leading markets for Haitian products. Following the United States 
lead, most of Haiti's imports originate in Japan and Canada at over 6 percent 
each, with the other above-mentioned European countries and Taiwan trailing. 


Preliminary figures indicate that Haiti's exports in FY 1985 totalled $228 
million, a slight decline from the high of $229.5 million in FY 1984. The 
most significant contribution to this total came from export assembly 
operations amounting to $132.9 million, an $8.3 million increase over FY 
1984. Only about $30 million of these exports did not incorporate imported, 
mainly U.S.-origin raw materials. Electronic components, including 
transformers, relays, switches, and coils, and textiles and garments were 
each over 30 percent of this total with toys and sporting goods following 
behind at over 20 percent. Haiti is the world's largest producer of 
baseballs. Softballs, fishing tackle, and stuffed toys round out this 
category. An increased availability of textile quotas, compared to the Far 
East, has led to Haiti becoming an important exporter of children's clothing, 
sleepwear, dresses, and undergarments to the United States. Leather products 
are also assembled in Haiti for export. These include baseball gloves, 
shoes, and handbags. 


Despite the importance of export assembly operations, Haiti remains largely 
an agrarian economy. Exports of agricultural products worth about $91 
million (41 percent of total exports) were down over 9 percent in 1985. 
Coffee is the single most important cash crop and agricultural export. The 
value of coffee exports declined from approximately $54 million in FY 1984 to 
$48 million in 1985 due mainly to the cyclical nature of coffee production. 
1986 is expected to show an increase over 1985 given higher world coffee 
prices. The second most valuable farm export is cocoa, which amounted to 
$9.75 million in 1985, up from $7.27 million the previous year and showing a 
steady increase from the 1981 level of $3.4 million. Essential oils, used in 
the pharmaceutical and cosmetics industries, are also an important 
agricultural export. In FY 84 exports of essential oils of $5.6 million 
represented a decline of 27 percent from the previous year, a trend that is 
expected to continue as Indonesian and Chinese products become more 
competitive. 
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Export taxes placed on shipments of coffee, cocoa, sisal, and essential oils 
are a major disincentive to agricultural trade. In the past these taxes 
represented up to 50 percent of the producer price. In 1985, however, the 
coffee export tax was reduced 15 percent, and the export tax on essential 
oils was eliminated. Even so, the lack of GOH technical assistance, 
promotional efforts, and quality control standards will continue to plague 
any possible expansion of agricultural exports. 


Haiti's imports totalled about $340 million in 1985, a decline from $352 
million in 1984, probably due to the country's foreign exchange shortage. 
The scarcity of natural resources, the poor soil quality, and the narrow, 
inefficient industrial base all require Haiti to import a wide variety of 
consumer goods, processed foodstuffs, raw materials for export assembly 
firms, and manufactured items. 


Manufactured items account for about 20 percent of Haiti's imports. With the 
exception of cement, most construction materials -- including hardware, 
plumbing articles, electrical supplies, and lumber -- are imported, mainly 
from the United States. All stationery, newsprint, and kraftboard for 
processing into cardboard are also imported. Virtually all raw materials 
used in the export assembly plants are imported from parent firms or 
suppliers in the United States and, to a lesser degree, Taiwan and Korea. 
These imports include electronic components, textiles, plastics, and 
industrial machinery. No medical supplies or pharmaceuticals are made in 
Haiti. Most of these items are West European sourced. Most motor vehicles 
are of Japanese origin. Machinery and transport equipment account for 
another 20 percent of imports. 


Shell, Esso, and Texaco supply all of Haiti's fuel and lubricants 
requirements, worth about $60 million annually. Foodstuffs (including 
beverages and tobacco) account for somewhat less than 20 percent of Haiti's 
imports, and chemicals products and fats and oils each have less than 10 
percent of the share of imports. 


III. IMPLICATIONS FOR U.S. BUSINESS 


As long as the export assembly operations remain dynamic, the demand for 
imports of machinery and raw components used in the manufacture of clothing, 
electronic components, sporting goods, and toys will be robust. Increased 
emphasis on the export of tropical fruits and vegetables should enhance the 
Haitian market for imported testing and packaging equipment and materials. 


A major constraint to paying for expanded exports will be Haiti's recurring 
dollar shortages. Potential U.S. exporters to Haitian customers who do not 
generate hard currency should expect delays in receiving payment. 
Concurrently the drop in the value of the U.S. dollar is not expected to 
increase United States exports to Haiti since most Haitian trade is already 
conducted with the United States or in dollar denominated products. 


The October 1985 non-renewal of the GOH's contract with Societe General du 
Surveillance (SGS), a Swiss-based import monitoring firm, eased 
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administration requirements for imports. Starting in December 1983, SGS 
inspected all imports into Haiti for quality, quantity, and value to prevent 
under-invoicing for tax purposes. However, U.S. exporters complained that 
SGS inspections were costly and time-consuming and unfairly looked into the 
exporter's pricing strategy. 


The best long-term prospect for U.S. business is investment in export 
assembly operations. There are several longstanding reasons for investors to 
consider Haiti as a prime location for labor-intensive light manufacturing 
plants in the Caribbean. The first reason is Haiti's proximity to the United 
States. U.S. businessmen count travel time in terms of hours rather than 
days. Haiti is in the same time zone as New York and Miami. Haitian 
entrepreneurs and managers are quite familiar with the U.S. market. A good 
portion of U.S. businessmen's Haitian counterparts are fluent in English and 
have been educated in the Untied States. 


Haiti's primary natural resource is its people. Widely recognized as 
industrious, Haitians have been found by U.S. businessmen to be easily 
trained in light manufacturing assembly operations. Despite the nation's 
widespread poverty, Haitians are noted for their honesty and friendly 
disposition. Foreign investors encounter little in the way of nationalistic, 
anti-foreign sentiment in Haiti. The lack of GOH-provided social services 
ensures a ready supply of willing workers at attractive wage rates. 


In January 1985 the GOH announced a new, progressive investment code. Ina 
departure from past practices, the new code ends the distinction between 
foreign and domestic investment. In addition, it attempts to ease market 
entry for investors and to encourage exporting through the extension of 
fiscal incentives to domestic companies. The new code establishes a new 
appeals procedure for investor complaints and eliminates some protectionist 
barriers in an effort to make Haitian industry more efficient. 


The old code tended to favor already established enterprises. Under the new 
code, the GOH must grant the same incentives to new investors as to going 
concerns. The GOH reaffirmed its corporate income tax holiday of five years 
for establishment of an enterprise in Port-au-Prince, eight years in an 
industrial park in the capital, and fifteen years for the country's 

interior. In addition, the duty-free exemption for export sector raw 
material imports will be good for the life of the importing firm and are also 
extended to going concerns making new investments for export operations. The 
new code also assists companies manufacturing for local consumption, which 
now must use only 35 percent local content to qualify for fiscal incentives 
as opposed to 50 percent under the previous laws. Another new provision 
allows accelerated depreciation in calculating income tax liability. The GOH 
encourages industry to settle outside of Port-au-Prince by offering tax 
exonerations and lower minimum wages. However, the lack of public services, 
amenities, and adequate transportation militate against the establishment of 
such enterprises. 





An added attraction to investing in Haiti is the 1984 inauguration of the 
Caribbean Basin Initiative (CBI). Inaugurated in 1984, the CBI is a 
region-wide effort of the Reagan Administration to bring economic progress to 
designated Central American and Caribbean nations through increased access to 
the United States. A major ingredient of the CBI is duty-free entry to the 
United States for over 3,000 products from these countries including 
assembled goods with over 35 percent value added in a CBI-designated 

country. Exempt from this duty-free treatment are textiles and apparel, 
footwear, canned tuna products, certain leather products petroleum and 
petroleum products. Haiti is also a beneficiary of the Generalized System of 
Preferences (GSP) and Section 807 of the U.S. tariff law duty exemptions that 
cover garments as well as other manufactured items. During the period 
January-August 1985, the United States imported about $175 million of 
CBI-eligible goods from Haiti. (This figure includes Haitian value added as 
well as the value of imported, primarily U.S.-origin raw materials.) This 
figure represents a decline from almost $196 million over the same period in 
1984. 


The long-term outlook for export assembly operations in Haiti should be good 
as long as U.S. demand remains strong for those electronic components, 
garments, sporting goods, and toys that Haiti competitively produces. The 
recent change in Government will give Haiti a fresh image that is expected to 
impact positively on the long-term investment climate. The fact that 
Haitians across the political and socio-economic spectrum agree on the value 
of foreign trade and investment for Haiti's development will re-enforce the 
positive investment climate. 
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Federal Classification System utilized in Commerce Business Daily 


A total of 97 codes are used to classify both 
services and supplies. Services, both procurements 
and awards, are classified under 19 singe letter 
codes; 78 two-digit code numbers are utilized in 
classifying the procurement or award of supplies 
and equipment. 


The following codes with their accompanying 
definitions comprise the entire Service and Sup- 
ply Item Classification System that is currently 
used in the Daily 


Codes for services. 


The code letters to be used for services 
are as follows: 


Code 


A. Experimental, Developmental, Test, and Research 
Work (research includes both basic and applied 
research). 


Description of Services 


H. Expert and Consultant Services. 
J. Maintenance and/or Repair of Equipment. 


K. Modification, Alteration, and/or Rebuilding of 
Equipment. 


L. Technical Representative Services. (i.e.) Serv- 
ices of technical specialists required to advise 
and assist with respect to the installation, 
checking, operation, and maintenance of com- 
plex equipment. 


M. Operation and/or Maintenance of Government- 
Owned Facility. 


N. Installation of Equipment (use code K if the 
procurement also involves modification, alter- 
ation, or rebuilding of the equipment). 


O. Funeral and Chaplain Services 


P. Salvage Services (services required to salvage 
Property of any kind). 


Q. Medical Services. 
R. Architect - Engineer Services. 


S. Housekeeping Services. (i.c.) Utility services, (gas, 
electric, telephone, etc). Laundry and dry 
cleaning services. Custodial—janitorial service. 
Insect and rodent control. Garbage and trash 
collection. Food service. Fueling service. Fire 
protection. Building and grounds maintenance. 
Guard services. 


T. Photographic, Mapping, Printing, and Publication 
Services. (i.e.) Film processing. Cataloging. 


Charting. Reproduction. Technical writing. Art. 
Printing. 


U. Training Services. 


V. Transportation Services. (i.e.) Passenger and cargo 
transportation. Vessel charter. Vessel opera- 
tion. Tug service. Stevedoring service. Vehicle 
hire. Railway equipment charter. 


W. Lease or Rental, except Transportation and ADP 
Equipment (i.c.) Lease of earth-moving equip- 
ment. 


X. Miscellaneous. 


Y. Construction (i.e.) New Construction and major 
additions to existing buildings or facilities. 


Z. Maintenance, Repair & Alteration of Real Prop- 
erty. (i.c.) Painting, Building Maintenance, 
Roads Maintenance & Repair. 


Codes for supplies and equipment 


The two digit code numbers and descrip- 
tion used below are the same as the 78 
assigned commodity groups of the Federal 
Supply Classification system. 


Code Description of Supplies and Equipment 
10. Weapons. 

11. Nuclear Ordnance. 

12. Fire Control Equipment. 

13. Ammunition and Explosives. 

14. Guided Missiles. 

15. Aircraft and Airframe Structural Components. 
16. Aircraft Components and Accessories. 


17. Aircraft Launching, Landing, and Ground Han- 
dling Equipment. 


18. Space Vehicles. 

19. Ships, Small Craft, Pontoons, and Floating Docks. 
20. Ship and Marine Equipment. 

22. Railway Equipment. 

23. Motor Vehicles, Trailers, and Cycles. 

24. Tractors. 

25. Vehicular Equipment Components. 

26. Tires and Tubes. 

28. Engines, Turbines, and Components. 

29. Engine Accessories. 

30. Mechanical Power Transmission Equipment. 
31. Bearings. 

32. Woodworking Machinery and Equipment. 
34. Metalworking Machinery. 

35. Service and Trade Equipment. 

36. Special Industry Machinery. 

37. Agricultural Machinery and Equipment. 


38. Construction, Mining, Excavating, and Highway 
Maintenance Equipment. 


39. Materials Handling Equipment. 

40. Rope, Cable, Chain, and Fittings. 

41. Refrigeration and Air-Conditioning Equipment. 
42. Fire Fighting, Rescue, and Safety Equipment. 
43. Pumps and Compressors. 


44. Furnace, Steam Plant, and Drying Equipment; 
and Nuclear Reactors. 


45. Plumbing, Heating, and Sanitation Equipment. 


46. Water Purification and Sewage Treatment Equip- 
ment. 


47. 
48. 
49. 
ot. 
52. 
53. 
54. 
55. 
56. 
58. 
59. 
60. 
61. 


62. 
63. 
65. 


66. 
67. 
68. 
69. 
70. 


71. 
72. 


73. 
74. 
75. 
16. 
Ti. 


78. 
79. 
80. 


81. 
83. 


84. 
85. 
87. 
88. 
89. 
91. 
93. 
94. 
95. 
96. 
99. 


Pipe, Tubing, Hose, and Fittings. 

Valves. 

Maintenance and Repair Shop Equipment. 
Hand Tools. 

Measuring Tools. 

Hardware and Abrasives. 

Prefabricated Structures and Scaffolding. 
Lumber, Millwork, Plywood, and Veneer. 
Construction and Building Materials. 
Communication Equipment. 

Electrical and Electronic Equipment Components. 
Fiber Optics Materials. 


Electric Wire, and Power and Distribution Equip- 
ment. 


Lighting Fixtures and Lamps. 
Alarm and Signal Systems. 


Medical, Dental, and Veterinary Equipment and 
Supplies. 


Instruments and Laboratory Equipment. 
Photographic Equipment. 

Chemicals and Chemical Products. 
Training Aids and Devices. 


General Purpose ADP Equipment Software, Sup- 
plies and Support Equipment, incl. Leasing. 


Furniture. 


Household and Commercial Furnishings and 
Appliances. 


Food Preparation and Serving Equipment. 
Office Machines, Visible Record Equipment. 
Office Supplies and Devices. 

Books, Maps, and Other Publications. 


Musical Instruments, Phonographs, and Home- 
Type Radios. 


Recreational and Athletic Equipment. 
Cleaning Equipment and Supplies. 
Brushes, Paints, Sealers, and Adhesives. 


Containers, Packaging, and Packing Supplies. 


Textiles, Leather, Furs, Apparel and Shoe Find- 
ings, Tents and Flags. 


Clothing, Individual Equipment, and Insignia. 
Toiletries. 

Agricultural Supplies. 

Live Animals. 

Subsistence. 

Fuels, Lubricants, Oils, and Waxes. 
Nonmetallic Fabricated Materials. 
Nonmetallic Crude Materials. 

Metal Bars, Sheets, and Shapes. 

Ores, Minerals, and Their Primary Products. 
Miscellaneous. 



















